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MIMSTOY OF Law AND JUSTICE 
I • (Legislative Department) ! 

I New Delhi, the 20 tk December, 2 Q^ 7 /Aj^hco^ma 29 y\ 929 (Saka) 

The following Act of Parliament received the assen( of tiie President on the 
IIOthDeceniber, 2007, and is hereby published for general infomiatkHi:— v 

! THE PAYNffiOTA>ro SETTLEMENT SYSTl^SACfr, 2007 


I Na5IoF2007 

[20llhl>ecemZ>er, 2007.] 

^ Act to provide for the regulation and st:q)eivision of p^)Tnent systems in India 
and to designate the Reserve Bank ofindia as die a^^rity for that purpose 
and for matters connected ther^tii or uicidental thereto. * 

E it enacted by Parliament in the Fiffy-eighth Year of the Reput^lic of India as follows— 

I . ' • ■ i . ■ 

CHAPTER! 

i Preuminary 

I 
I 

1 . 



(2) Itextends to the whoteof Indift 

(3) It shall come into force on such date as the Cwitral Gov e ini n eii t by notification 

^the Official Gazette, appoint and diflbrent dates mi^ be appou^ for diffi ff c at pro visions 
<^f this Act, and any reference to foe commeocemimt in any suck provision of this Act shall 
Ife nmstnMd » a refim>K« to te comnence^ 


Slioil tint, 
extcflt Md 
commeoce^ 
ment. 
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[PartU- 


Deflnitiuni. 


2. (/) In this Act, unless the context otherwise requires,— 


(а) “bank” means,— 

(0 a bank included in the Second Schedule to the Reserve Bank of India 
Act, 1934; 

(if) a post office savings bank; 

(//i) a banking company as defined in clause (c) of section 5 of the Banking 
Regulation Act, 1949; 

(fv) a co-operative bank as defined in clause (ccO of section 5, as inserted 
by section 56, of the Banking Regulation Act, 1949; and 

(v) such other bank as the Reserve Bank may, by notification, specify for 
the purposes of this Act; 

(б) “derivative” means an instrument, to be settled at a future date, whose vdue 
is derived from change in interest rate, foreign exchange rate, credit rating or credit 
index, price of securities (also called “underlying”), or Miy odier underlying or a 
combination of more than one of them and includes interest rate swaps, forward rate 
agreements, foreign currency swaps, foreign currency rupee swaps, foreign currency 
options, foreign currency rupee options or any other instrument, as may be specified 
by the Reserve Bank from time to time; 

(c) “electronic funds transfer” means any transfer of funds which is initiated by 
a person by way of instruction, authorisation or order to a bank to debit or credit an 
account maintained with that bank through electronic means and includes point of 
sale transfers, automated teller machine transactions, direct deposits or withdrawal of 
funds, transfers initiated by telephone, internet and card payment; 

{d) “gross settlement system” means a payment system in which each settlement 
of funds or securities occurs on the basis of separate or individual instructions; 

(e) “netting” means the determination by the system provider of the amount of 
money or securities, due or payable or deliverable, as a result of setting Off or adjusting, 
the payment obligations or delivery obligations among the system participants, 
including the claims and obligations arising out of the termination by the systeni 
provider, on the insolvency or dissolution or winding up of any system participant or 
such other circumstances as the system provider may specify in its rules or regulations 
or bye-laws (by whatever name called), of the transactions admitted for settlement at 
a future date so that only a net claim be demanded or a net obligation be owned; 


2 of 1934. 


10 of 1949. 

10 of 1949. 


(/) “notification” means a notification published in the Official Gazette; 

(g) “payment instruction” means any instrument, authorisation or order in any 
form, including electronic means, to effect a payment,— 

(0 by a person to a system participant; or 

(«■) by a system participant to another system participant; 

(A) “payment obligation” means an indebtedness that is owned by one system 
participant to another system participant as a result of clearing or settlement of one or 
more payment instructions relating to funds, securities or foreign exchange or 
derivatives or other transactions; 

(0 “payment system” means a system that enables payment to be effected between 
a payer and a beneficiary, involving clearing, payment or settlement service or all of 
them, but does not include a stock exchange; 

Explanation.— For the purposes of this clause, “payment system” includes the 
systems enabling credit card operations, debit card operations, smart card operations, 
money transfer operations or similar operations; 

(/) “prescribed” means prescribed by regulations made under this Act; 

(it) “regulation” means a regulation made under this Act; 

(/) “Reserve Bank” means the Reserve Bank of India, constituted under the 
Reserve Bank of India Act, 1934; 







18 of 1944. 


2 of 1934. 
10 of 1949. 


2 9f 1934. 
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(m) ‘Purities'* means Hhc GoypnaaaA security m 4$$mA m the PubHc 
Debt Act, l944orsuchother seGwitiesa8 nnybe iiotijmby^ 06iilni Go¥eniiiieiit 

: from time to time imder that Act; i 

(n) **settiaiient” means settlemmit of payment innnictioiis «id jnchides the 
settlement of securities, fmeign exchmge or doivatives m Qt^ transactions which 
involve payment ob'li^ioi^ 

(o) “^^mic risk” means the risk arisuig from— j 

(0 die inabiiity of a t^era parHcqumt to his payment obl^mkms 
under die iiaynent system as and when they become due; or 

I (ii) rniy disrimdon in die sysUrni, | 

I Mdiich may cause othw partmhmnts to ftil to mem dieir (|bligations vdien due and is 

I likely to tove an impact on die stability of the system: ; 

1 \ . . ■ ■ . : 

I Provided that ifany doubt or diflereace arises as to whether a particular risk is 

j likefy to have an inqMct <m the sthbil^y of the ^stom, ^ decision of die Reserve 
I Bade shall be tinal; 

I (p) ^system pw^tpant” means a bank or any oth^ person participating in a 

I pnymati system and mchides die system [wovid^; 

(q) ^system provider” means a person who opeft^ an auAorised p^tnest 
I .systcAi. 

I (2) Words and expresssons oped, but not d^ndd in this Ac^and defined in the Reserve 

Bank of India Act, 1934 or the Baidt^ R^latkm Act, t94p, shall have die meanings 
respectively assigned to diem in those Acts. 



under sub-section (2), the 


of India to be no mina t fd by the Governor, Reserve Banl. 

■ I . 

(4) The powers nd functions of the Board constituted 
^hne and venue of its meetings, the procedure to be followed tii such meetings, including 
^ quorum at such meeting) and odier roatteis incidemal the r pto shall be such as mpy be 
piescrfoed. 

(5) The Board ^ Regutation mid Supervision of Paymelnt and Spttleroeiit Systems 

under clauee of sub-saetioo (2) of section 58 of m Reserve Bank of India 

1934 shall be deemed to be the Board con stil a m d under this section and oontinue 
lingly until the Board is leconsdtticed in aceordmibe wMi dia provisions of this Act 
shall be goytvned by foe rules and rpgulfoions made under the Reserve Bank of India 
19M fa so ^ as foay ara not ineomfolsat with foe proviMona of due Act 
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(PartII— 


Payment 
system not to i 
opente withojit 
authorisation.! 


CHAPTER III 

Authorisahon of payment systems 

4. (/) No person, other than the Reserve Bank, shall commence or operate a payment 
system except under and in accordance with an autliorisation issued by the Reserve Bank 
under the provisions of this Act: 

Provided that nothing contained in this section shall apply to— 

(a) the continued operation of an existing payment system on commencement 
of this Act for a period not exceeding six months from such commencement, unless 
within such period, the operator Of such payment system obtains an authorisation 
under this Act or the application for authorisation made under section 7 of this Act 
is refused by the Reserve Bank; 

(Z») any person acting as the duly appointed agent of another person to whom 
the payment is due; 

(c) a company accepting payments etther from its holding company or any of its 

subsidiary companies o: any other company which is also a subsidiary of the 

same holding company; 

(d) any other j>‘:r.son lAhons the Reserve Bank may, after considering the interests 

of monetary poliev ov eitlc! operation of payi vient systems, the size of any payTuent 

easen by notification, exempt from the provisions of this 


system or for any oinc; 
section. 



(2) The Reserv e n; 

vi'g ui'.-er sub-section {/ 


or corporation to opera* u rt 

e- ; ac the exist.ng clesr 


banks in order tc have a c::' 
country: 



Provided, howevei. ibii* 

than fifty-one pc 


or corporation shall be bei i h 

t pcobo sector banks. 


Explanation ib ' :i>.' 

of this ckiuse.. 

‘ s 

“corresponding new , 

' biO'e frank of indirt ' ?. 

! 

section 5 of the Bankir.g K egu 

!,<’aoi Act, 1^49. 

Application 

5. (/) Any person dosku 

as of cviamencjng or car 

authorisation! 

to the Reserve Bank for an a.i 

toiCAijtion under this 


Inquiry by thjc 
Reserve Bank. 


(2) An applicatbV". <!! dcr 

manner and shall be 

6. After the recetp: vf 
issued under this Act, the Reserv <; 
for the purpose of satisfy trig Use 
applicant, his capacity to Of?e:at 
for any other reason arfd whe 


fthis section, authorise a company 


cent of the equity of such company 

;cib!k sector banks” shall include a 
no “subsidiary bank” as defined in 


lit- section (/} shad be made in such form and in such 
id hv such fees may be prescribed, 
iippitcation under seciion 5, and before an authorisation is 
.‘ Ba. sk may make such nquiries as it may consider necessary 
H about the gertuinettess of the particulars furnished by the 
e the payment sy steto, the credentials of the participants or 
u(. h an inquiry ss conducted by any person authorised by it 


Issue or rehisal 
of authorisation. 


in this behalf, it may require a report from such, person in respect of the inquiry. 

7. (7) The Reserve Bank rns>', if satisfied, after any inquiry under section 6 or otherwise, 
that the application is complete in ail respects and that it conforms to the provisions of this 
Act and the regulations issue an authorisation for operating the payment system under this 
Act having regard to the following considerations, namely:— 

(/■) the need for the proposed payment system or the services proposed to be 
undertaken by it; 

(if) the technical standards or the design of the proposed payment system; 

(Hi) the terms and conditions of operation of the proposed payment system 
including any security procedure; 

(/v) the manner in which transfer of funds may be effected within the payment 
system; 

(v) the procedure for netting of payment instructions effecting the payment 
obligations under the payment system; 


lOof 194</ 
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' (viO interests of consumen, iiKitikling the temis Md c|>nditions governing their 

lelationship with payment system providers; ^ 

(vii'O monetaiy* and credit policies; and 

(ir) such other factors as may be consktered reievahtvfjy the Reserve Bank. 

(2) An authorisation issued wider sub-set;tion (7) shall be jin such form as may be 
pijescribed and shall— \ 

(o) state the date on vdiich it takes effect; 

(^) state foe condititHu nibject to vfoich foe authorisation shall bein force; 

(c) indicate the {UQnnent of fees, if any, to be paid for {foe authorisation to be in 

force; 

! ■ ‘ , 

{d) if it considers necessary, require foe iqipHcant to fuijnish such security for the 


(e) continue to be in force tiU the authorisation is revcjked. 


retiised, it shall give the iq^licant a written notice to that effect stating the reasons for foe 
refusal: 

I Provided that no such application shall be refused unless jthe applicant is given a 
reenable opportunity of being heard. ! ' 

' -i " ' ■ - 

(4) Every application for authorisation shall be processed jby the Reserve Bank as 
solon as possible wid an endeavour shdl be made to dispose of sujch application within six 
months from foe date of filing of such application. 

8.(7)Ifasystemprovider,— 

(i) ctHitravenes any provisions df this Act, or 

(ii) does not comply with foe regulations, or 

(/ir) fails to comply with the orders or direetions issued by the designated 
authority or 

(rv) operates the payment System contrary to the coi^ifrons subject to which 
foe aufoorisation was issued, 

thd Reserve Bank may, by order, revoke foe authorisation given ^ such system provider 
undw this Act: I ' 

I Provided that no order of revocation under sub-secdon (/) sjhall be made— 

(0 except after giving the system provider a reasonafile opportunity of being 
heard; ^d 

(iO without prejudice to the direction of the Reserve Bajik to the system provider 
that the operation of the payment system shall not be can^ out till the order of 
revocation is issued. ' 

(2) Nothing cqntained in sub-section (/) shall apply to a case where the Reserve Bank 
cojisiders it necessary to revoke the wifoorisation givofi to a paymm system in foe immst 
of be monetary policy Of foe country or for any other reasons to'be specified by it in the 
or<^ , 

I (2) The order of revocation issued under sub-section (7) {shall include necessary 
movisiorsl 


Where a system provider becomes msolvent or dissolved b wQimd up, siichsystem 
prOvidW shall infiim that bet to foe Reserve Bjank and foeieupofi foe Rese^ Bank shall 
tii^ such steps as deentod newtsaty tofevoltefoeeMiiiorisatfoBiseMeptoSMchi yi ee Di prov ider 
to Operate'Ite payment system. 


Revocatkiqof 

autiiorisatioa. 


/ 
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[PaktII— 


Appeal to i 
the Central 
Governmat. 


Power to ' 
detennine I 
standards. I 


Notice of I 
change in > 
payment 
system. 


Power to c4ll 
for returns] 
documents! 


or other ! 
iiilbnnatio4. 


Access to j 
wfcfmatioji. 


9. (/) Any applicant for an authorisation whose application for the operation of the 
payment system is refused under sub-section (i) of section 7 or a system provider v^o is 
aggrieved by an order of revocation under section 8 may, within thirty days from the date on 
which the order is communicated to him, appeal to the Cenhal Government. 

(2) The Central Government shall endeavour to dispose of an appeal under sub¬ 
section (/) within a period of three months. 

(1) The decision of the Central Government on the appeal under sub-section (/) shall 
be final. 

CHAPTER IV 

Regulation and supervision by the Reserve Bank 

10. (/) The Reserve Bank may, from time to time, prescribe— 

(a) the format of payment instructions and the size and shape of such instructions; 

(/>) the timings to be maintained by payment systems; 

(c) the manner of transfer of funds within the payment system, either through 
paper, electronic means or in any other manner, between banks or between banks and 
other system participants; 

(d) such other standards to be complied with the payment systems generally; 

(e) the criteria for membership of payment systems including continuation, 
termination and rejection of membership; 

(/) the conditions subject to, which the system participants shall participate in 
such fund transfers and the rights and obligations of the system participants hi such 
funds. 

(2) Without prejudice to the provisions of sub-section (/), the Reserve Bank may^ 
from time to time, issue such guidelines, as it may consider necessary for the proper and 
efficient management of the payment systems generally or with reference to any particular 
payment system. 

11. (/) No system provider shall cause any change in the system which would affect 
the structure or the operation of the payment system without— 

(a) th^ prior approval of the Reserve Bank; and 

(d) giving notice of not less than thirty days to the system participants after the 
approval of the Reserve Bank: 

Provided that in the interest of monetary policy of the country or in public interest, the 
Reserve Bank may permit the system provider to make any changes in a payment system 
without giving notice to the system participants under clause (6) or requiring the system 
provider to give notice for a period longer than thirty days, 

(2) Where the Reserve Bank has any objection, to the proposed change for any reason, 
it shall communicate such objection tO the systems provider within two weeks of receipt of 
the intimation of the proposed changes from the system provider. 

(5) The system provider shall, within a period of two wedcs of the receipt of die 
objections from the Reserve Bank forward his comments to the Reserve Bank and the proposed 
changes may be effected only after the receipt of approval from the Reserve Bank. 

12. The Reserve Bank may call for from any system provide such retmns or documents 
as it may require or other information in regard to the operation of his paym^ system at 
such intervals, in such form and in such manner, as the Reserve Bank may require from tune 
to time or as may be prescribed and such order shall be complied with. 

13. The Reserve Bank shall have right to access any information relating to the operatkxi 
of any payment system and system provider and all the system participants shall provide 
access to such information to the Reserve Bank. 
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I, may 

ensuing con^liance with the iMoviskMisofthis Act or any reguktiofia, enter ai^prontses 
e payment syttem is beii^ <^)eiiliad and niay in^)ect any eqiupincnt, Inclining any 
snipiita' system or other documents situined at such prMi^es and cril upon any employee 
’ sich syatem in^ovider or paticipnt hereof <»^ any other personj Cmkbig m such jHemtses 
fivnish such information or documents as miQr be required by ^ueh officer. 

15. (/) Subject to the |Kovistei» of rab-sectimi (2), i^jdocunieiit or mformation 

olbtalned by the Resove Bank under sections 12 to 14(both inclusiv4)ahall be kept oonfidmtud* 

' (2) NotwitlutUKlh^ anythiitg ccmtahied in sub>section (7), the Resell Bank may 

wlose any document or information obtained by it under sectior a 12 to 14 (bodiinch^ve) 
to My person to whom the discloRire ofsudi doctanrat or o^tnation is considered necessary 
f M- imtecting tile integrity, efiectiveneM or security of the payme^ systnn, Whi tiie interest 
of bankii^ or monetary policy or the operation of the pigment systems genentity or in the 
public iitterest 


Id. The Reserve Bank ini^, fm^ the purpose of canying 
Act,, conduct or get comhicted audits and inflections of a 
tOMBof and it shall be tiie ditiy of the system inoyider and tiie 
tijie Reserve Bank to carry out smh audit or Inspection, as the 

I 17. Where tiie Reserve Bank is pf the opuiion tinrt;-^ 



its ftmetiens und^ tiiis 
system or pwticipams 
participants to assist 
m^be. 


(a) a piyment ^stem or a system participant is engagim m, or is albout to mgage 
in, any act, omission or coitfseofcoiiduct that results, or is jtiEely to result, insystemic 
risk beii^ inadequately controlled; or \ 


I policy or the credit policy of tiie country, 

tte Reserve Bank may issue directions in wrkii^ to wch paymatif^slem or system participttit 
r^uiring it, within such time as the Reserve Bank may specify-f 

I '(/) to cease and desist fiom engaging in tiie act, omission or course of conduct or 

to ensure the system ptfticjpat^ to cease and desist from tpe act, omission m course 
I of conduct; or ! 

(») to perform such acts as may be necessary, in ti|e opinion of the Reserve 
! Bank, to rentedy tiie situaticHi. I 


Reserve Bardenu^, if H is 
ot intiie interest 


tnehtdihg electronic, 
dorn^cmmsactions 


18. Witiiout prejudice to the provisions of tiie foregoii^ 
sitisfred that for tiie purpose of enhbiing itto relate tiie 
0 f management or c^ieridion of any of the piyment systons in 
s) to do, laydown polictes relating to the relation ofpayntent 
nm^lectrmiic, dmnestic and inton^onal ptymeiit systems 
and give uich dtrections in writii^ as it may conskter necessuy jto system |Hovidm or tiw 
^/Stan participants or any other person either generally or to any sudi agency and in particular, 
pntaining to the conduct of business retathig to payment syfonf. 

19. Every person to whom a dhectim has-been issued by tlte Reserve Efaak undM tins 
Act shall comply witii such (tirection witiiout ahy delay and a rep^ of compliance shall be 
jRmislied to ^ Reser^ Baltic withui the time allowed by h. 

I > CHAPTER V I 

I RjGtrrsAimDunEspFASYsmfntpviDBil 

I 20. Every system provider shall operate the payment feyst^ in acoordanee with the 
proWsions of fob Act, the r^latiras, the cmitract govenm^ m feiationshiqi amemg the 
8;/stem participants, tite rules and regulations whi^ deal with the operation of the payment 
s;/slem and the conditions subject to which the authorisation is |i8»ied,vahd ^ directiona 
given by tiie Reserve Btetic from time b time. 


Power to enier 
mmI iftipeet. 


lafimnttiofi, 
etc., to be 
ooofidenttal. 


Powo' to catty 
o«t ao4it aad 
ifispacCioti. 


Power to is^ 
4irectiofu. 


Power of 
Reserve Baal( to 
give directidna 
goieially. 


Duectkmsof 
Reserve Bank 
to be conpl ied 
with. 


System 

provider to a^ 
miccordaacb 
wMbeAct, 
f^nfaaidas, CSC. 
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[Part 11— 


Duties of a 
system j 
provider; 


21. (/) Every system provider shall disclose to the existing or potential system 
participants, the terms and conditions including the charges and the limitations of liability 
under the payment system, supply them with copies of the rules and regulations governing 
the operation of the payment system, netting arrangements and other relevant documents. 

(2) It shall be the duty of every system provider to maintain the standards determined 
under this Act. 


Duly toi keep 22. (/) A system provider shall not disclose to any other person the existence or contents 

documei its in document or part thereof or other information given to him by a system participant, 

system* Tnfi- where such disclosure is required under the provisions of this Act or the disclosure is 

dentinl. ; made with the express or implied consent of the system participant concerned or where such 

! disclosure is in obedience to the orders passed by a court of competent jurisdiction or a 

statutory authority in exercise of the powers confeired by a statute. 

(2) The provisions of the Bankers’ Book Evidence Act, 1891 shall apply in relation to 18 of 1991. 
the information or docurnerits or other books in whatever form maintained by the system 
provider. 


Scitlemeiit and 23. (/) The payment obligations and settlement instructions among the systemi 

netting I participants shall be determined in accordance with the gross or netting procedure, as the 
case may be, approvx .i by the Reserve Bank while issuing authorisation to a payment system. 

(2) Where the rules providing for the operation of a payment system indicates a 
, procedure for the distribution of losses between the system participants and the payment 

system, such procedure shai i have effec* notwithstanding anything to the contrary contained 
in any other law for the lime being In force. 

(3) A settlement etTe.’!ed under such procedur:: shall be final and irrevocable. 

(4) Where a systen^ participant is decia'^cd by a court of competent jurisdiction ai; 
insolvent or is dissolved or 'wound up, then notwidistanding anything contained in the 
Companies Act, 1956 or tie itanking Regulation Act, 1949 or any other law for the time l of i 'tt. 
being in force, the order of adjudication or dissolution or winding up, as the case may be, of 1949 
shall not affect any senlcrrjeot that has become final and irrevocable and the right of the 

system provider to appropt late any coliaterais contributed by the system paiticipant towards 
Its settlement or other obligalions in accordance with the rules, regulations or bye-laws of 
such system provider. 

Explanation. the removal of doubts, it is hereby declared that the settlement, 
whether gross or net, refemid to in this section is final and irrevocable as soon as the money, 
securities, foreign exchange or derivatives or other transactions payable as a result of such 
settlement is determined, whether or not such money, securities or foreign exchange or 
! derivatives or other transactiocs is actually paid, 

CHAPTER V! 

Settlement of dispu tes 

Scitlcm^nt of 24 , (/) The system provider shall make provision in its rules or regulations for creation 

^ • of panel consisting of not less than three system participants other than the sj'stem participants 

who are parties to the dispute to decide the disputes between system participants in respect 
of any matter connected with the operation of the payment system. 

(2) Where any dispute in respect of any matter connected with the operation of the 
payment system arises between two or more system participants, the system provider shall 
refer the dispute to the panel referred to in sub-section (/). 

(3) Where any dispute arises between any system participant and the system provider 

i or between system providers or where any of the system participants is not satisfied widi the 

decision ofthe pane! referred to in sub-section (/), the dispute shall be referred to the Reserve 
Bank. 


f 
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26 of 1881. 




(¥) The dispute refared to die Reserve Bank for adjudickion ttnd^ sub-section (i) 
(halt be disposed of by an officer of the Reserve Bank generally or specially authorised in 
his behalf and the decision of the Reserve Bank shall be final apd binding. 

I (5) Where a dispute arises between the Reserve Baiik, wljile acting m its capactiy as 
I provider or as s^^item participant, and another ^stem proUder or system participant, 
matter shall be referred to the Central GovenuneiR whidi may midiprise an officer not 
dow foe rank of Joint Secretary for settlemeitt of foe dispute and foe decision of such 
pfficer shall be final. 


25. (7) Where an electronic huids tituisfer initiated by 
maintained by him cannot be executed on the ground that foe 
(he credit of that account is msufficient to honour foe transfer ii 
the amount arranged'to be paid fiom fom account 1^ an agreei 
l>erson shall be denned to have conunhted an offimce and shalj 
(>focr provisions of fois Act; be punished with iim>risonmeht for 
two years, or wifo which miy extend to twice the amount of i 

(l>r wifo'bofo: 


person from an account 
lount of money standing to 
iction or that it exceeds 
It made wfo a bank, swh 
1 , without preji^ice to any 
term which may extend to 
electrontc funds transfer. 


Provided that nofoii^ contained in fois section shall appljyr unless—^ 

(а) foe electronic fends transit was initiafod for {Uyment of any amount of 
money to anofoer- person for foe discharge, in whole or iij part, of any debt or ctiier 
liability; 

(б) the electronic fends transfer was initiated in accordance with foe relevant 


(c) the beneficiary makes a demand for the payment olf the said amount of money 
by giving a notice in writing to the'person initiating the electronic fends transfer within 
thirty days of the receipt of information by him from the ba^ conc^ed regarding foe 
dishonour Of foe electronic fends transfer;,and 

(d) foe person initiating foe electronic fends transfer| foils to make the payment 
I offoesmd money to foe beneficiary within fifteen (hysoftije receipt of the said notice. 

I f 

I (2) It shall be presumed, unless foe contrary is |Ht>ved,| that foe electronic fends 

tjansfer was initiated for foe discharge, in whole or in part, of ^y debt or other liability. 

j (3) It shall not be a defence in a prosecution ftw* an ofiejnce under sub-section (!) 
that the person, who initiated foe electronic fends transfeil through an instructioii, 
a^orisation, order or agreement, did not have rea^ to believe at the time of such 
instruction, authorisation, order or i^reement that foe credit of pis account Is insufficleiit 
fo effect foe electrcmic funds transf^. • 

(0 The Court shall, in respect of every preceding under t^is'section, on production 
* .... ‘ electrwiic funds traiisfo’,: 

ItHifess and uiitii such foct 


of a communication fiom the bank denoting the dishonour bf 
pesume the fhet of dishonour of sudr electronic funds transftnv 
isduproved. 


I . (J) The provisions of Chapter XVII of foe Ne^able InNruments Act, IS81 shall 
a^rply to foe diritonour of electronic ftmds transfer to foe extentj foe eircumstuices admit 

ExpUmatiofL— For the purposes of this section, “debt ol- ofifer liability** means a 
legally enforceable debt or other liability, as foe case may be I 


PishoRour of 
etectroaic fl|nKls 
transfer for 
insufficiency, 
etc., of fiuiqs in 
Uie account 
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CHAPTER VII 
Offences and penalties 

26. {/)Where a pet son contravenes the provisions of section 4 or fails to comply 
with the terms and conditions subject to which the authorisation has been issued under 
section 7 , he shall be puttishabie with imprisonment for e term which shall not be less than 
one month but which ntav extend to ten years or with fine which may extend to one crore 
rupees or with both and with n further fine which may extend to one lakh rupees for every 
day, after the first during whi,;h the contravention or failure to comply continues. 

( 2 ) Whoever in anv apj- iicaiiGr. for authorisarion or in any return or other document 
or on any informalion requited to be fiiiTiished by or under, or for the purpose of, any 
provision of this Act, wiltiilly niskes a statement which is false in any material particular, J 

knowing it to be false cr wio'yliy orniTs to make a ?t\aicriai statement, shall be punishable 
with imprisonment for .h b'r; '. vhic-i may extet^d tc thfce years and shall also be liable to 
fine which shall not be 'on lakh rupeei and which may extend to fifty lakh 

rupees. 

(i) If any person a'i U; rrotiuce my s!"<ev;;ent, information, returns or other 
documents, or to fumii; infonnauoo. rciuins or other documents, which 

under section 12 or ui ■ a b r; ; j it his > turnish or to answer any question 
relating to the opeiaA - ^ c: system which is required by an officer making 

inspection under seetK** 4 i c-- ; -e punishaok w c fine which may extend to ten lakh 
rupees in respect of l;: ind J ho \n such refusal, to a further fine 

which may extend to i* ■ i f n* .oposand rope: i eveiry day for which the offence 
continues. 

( 4 ) If any perso- d.,- dkclosure of which is prohibited 

under section 22, cc c..::-e-'.aWle wbf imp?-cnrrsciu tor a term which may extend 

to six months, or wip i: ; ' c r;}’ te fc- kh rupees or an amount equal to 

twice the amount t r = i. .> r ieCiiirr f by ih of such disclosure, whichever is 
higher or with both 

(i) Where a dir i . ■ ’^<k: Acs ■ couipfied with within the period 

stipulated by the Rea L w -ucu p n, A ts stipulated, within a reasonable 

time or where the pt ^ ■ h by the Rci?;' f rank under section 30 is nos paid 
within a period cf rhn oi«ht • r*: . the system provider or the system 

participant which hat; r y'y ; the c r r’on or to pay the penalty shall be 

punishable with irrrpri r c ; r srm v S ich ; U ' js be less than one month but which 
may extend to ten ycir wha h riay i-.uM to one cror« rupees or with both 

and where the failure ? c vy ? i the direcliioa r bnues, with further fine which may 
extend to one lakh r*:; r -i'y dry, aRer b; during which the contravention 
continues. ^ 

(d) If any provb^ cr A conrraveDee, t any default is made in complying 
with any other requirtrfTiCr t . ; hr. Aol, or ct arry :c.g'-i3tion, order or direction made or 
given or condition ir?En' ’h;rreL*r»dei and in rc5i>ect of which no penalty has been 
specified, then, the perso-i jynby o! such contra^ciVion or default, as the case may be, 
shall be punishable (iTsc vrdeh nray extend to ten laklr rupees and where a contravention 
or default is a continuirjg one, vvuh a further fine which may extend to twenty-five thousand 
rupees for every day, afier tliie firs’ during which the contravention or default continues. 

27. (I) Where a person committing a contravention of any ofthe provisions ofthis Act 
or any regulation, direction or order made thereunder is a company, every person who, at the 
time of Ae contravention, was in-charge of, and was responsible to, the company for the 
conduct of business of the company, as well as the company, shall be guilQr of the contravmtion 
and shall be liable to be proceeded against and punished accordingly: 
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i Provided that nodiing contained in (!•'<» ^ub-section shjill render any such person 
I liable to punishment if he proves that the contravention took plajse without his knowledge or 
jthat he exercised all due diligrace to prevent such contraventicjn. 

I (2) NotMathstanding anjnhing contained in suh-sec^on (/), where a contravention of 
any of the provisions oftfib Act or of any regulation, direction ol-order made thereunder has 
been committed by a company and it ia proved diat the contravjention has taken place widi 
the consent or connivance of, or is attributable to any neglect bn the part of any director, 
manager, secretary or other officer of the company, such dirdctor, manager, secretary or 
other officer shall also be deemed to be guilty of die contraventjkm and shall be liable to be 
proceeded against and puni^ed accordingly. 

I £x/7/a/idr/oa.—For the purposes of this section,— 

I ■ I ' 

I (<7)'*company” means any body corp<Kate and include a firm or odier association 

j of individuals; and 

I ^ (ft) “director**, in relation to a firm, means a partner; in the firm. 

28, (/) No court shall take cognizance of an offence pui.isbable under this Actexcqpt 
ipon a complaint in writing made Ity an officer of the Reserve jjSank generally or specially 
Authorised by it in writing in this behalf, and no court, lower ^ that of a Metropolitan 
Magistrate or a Judicial Magistrate of the first class shall aity such offence; 

I Provided that the Court may take cognizance of an offence punishable under section 
?5 upon a complaint in writing made by the person aggrieved by dih dishonour ofthe electronic 
jhinds transfer. 

y (2) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, a 
Magistrate may dispense with the personal attendance of the o^icer of the Reserve Bank 
filing the complaint, but the Magistrate may, in his discretion, at any stage of the proceedings, 
direct the personal attendance of the complainant ! 

I 29. A court imposing any fine under this Act may direct jtiiat the ^ole or any part 
^hereof shall be ^plied in, or towards payment of, die costs of tjhe proceedings. 

I 30. (/) Notwithstanding anything contained in section 26, if a contravention or defiuilt 

bf the nature referred to in sub-section (2) or sub-sectkm (6) of section 26, as the case mv 

pe, the Reserve Bank may impose on the person contiavaiing or (4)fflmitting default a penalty 

I »ot exceeding five lakh rupees or twice the amount involved in su^ contravention or defeuh 
iriim such amount is quantifiable, whidieva' is mme, and w)|(M such comravention or 
default Is a continuing Kine, a further penalty which nuty extedd to twenty-five thousand 
ijupees for eveiy day after the first during which the contraventitm or deftuiit cohtmues. 

(2) For the puqtose of imposing penahy under sub-section (/), die Reserve Bank shall 
^crve a notice on the defeuher requiring him to show cause why ^ amoum specified in the 

e ce should not be imposed as a penalty and a reasonable oppoftonity of being heard shall 
be given to such defaulter. 

I (3) Any penalty imposed by the Reserve Bank under this section shall be payable 
,^dthin a period of durty days firom the <hne on vriiidi notice issued Ity the Reserve Bank 
demanding payment of the sum is served on the defiiufter and, the event of feiliire of the 
rimott to pity the sum within such period, may be recovered oh a dlrecti<m made by the 


company or die official business of the persmi is sitoated: 

Provided that no such direction shall be made, except on An applicatkm made by an 
o^cer of the Reserve Bank authorised by it in this behalf. 

■ i ' I ■ \ 

(d) The Reserve Bank may recover the amount of penahjy by debiting the current 
a^imt, if any, of the defaulter or by Uquidafing the sccuritie^ held to the credit of the 
defiuiher or in accordance with die provisions (ff this Act 


Cogniaaceof 

ofibices. 
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(5) The court which makes a direction under sub-section (i) ^all issue a certificate 
specifying the sum payable by the defaulter and every such certificate shall be enforceable 
in the same manner as it were a decree made by tlie court in a civil suit. 

(5) Where any complaint has been filed against any person in any court in respect 
of the contravention or default of the nature referred to in sub-section (2), or, as the case 
may be, sub-section of section 26, tlien, no proceeding for the impKJsition of any 
penalty on the person shall be taken under this section. 

31. (/) Notwithstaiidiny anything contained in the Code of Criminal Procedure, 2 of 1974. 
1973, any offence punishable under this Act for any contravention, not being an offence 
punishable with imprisonmens only, or with imprisonment and also with fine, may, on 
receipt of an application from tlie person committing such contravention either before or 
after the institution of any proccrding. be compcunuc-J by an officer of the Reserve Bank 
duly authorised by it in thii, behaif 

(2) Where a convavemion has been compoended under sub-section (/), no 
proceeding or further proc. as the ca;^e may be, shall be initiated or continued, as 
the case may be, againsf > 1 : -it-; in commiiting such contravention under that section, in 
respect of the contravem ? c \:o!npoimded. 


MiSC'O-l-AI-’EC;-'' 

32. The provi-slt;; . -1 hail nav c s iTcv . . wi1h.5tanding anything inconsistent 

therewith contained in : for liric seeing in force. 

33. (/) The peasb dalan.-cc 'he Reserve Bank under section 30 

may be recovered by i ; : to ny p; isi ' n ; ni whom any amount is due to the 

defeulter, by requiring ^ v: : * tn i ;e amount payable by him to the 

delaulter, the amoism v : i ^ ‘ h- ?sv ^ by way of penalty and pay to the 

Reserve Bank. 

(2) Save as .b ; ; v i person to whom a notice is 

issued under this sub •<>. » bomKi io cc ii ,;; with such notice, and, in particular, 

where such notice ; b v i biab 11 insurer, it shall not be necessary 

for any passbook, den : ■ p-iic, o. arw . lih = document to be produced for the 

purpose of any entry . r or ihe i'kt 0 ; ig made before payment is made 
notwithstanding thai vi/i r.b r c ioe o' require ogi* u> the contrary. 

(3) Any claim ic-;’ : g < to which a notice under this sub¬ 

section has been issued .ytii.ing liivvs the dele ol fiit iiotice shall be void as against any 
demand contained in the nuo ic 

{4) Where a peiicm ic vho 0 the notice unac. d m sub-section is sent objects to it by 
a statement on oath that 'he sum demanded or ary par* thereof is not due to the defaulter 
or that he does not hold arn money fur 01 on account of the defaulter, then, nothing 
contained in this sub-secuon shall be deemed to require such person to pay any such sum 
or part thereof, as the case may be, but if it is discovered that such statement was false in 
any material particular, such peison shall be persoriaily liable to the Reserve Bank to ftic 
extent of his own liability to the defaulter on the date of the notice, or to the extent of the 
penalty imposed on the defaulter by the Reserve Bank, whichever is less. 

(J) The Reserve Bank may at any time or from time to time, amend or revoke any 
notice issued under this section or extend the time for making the payment in pursuance of 
such notice. 







45 of Ig(K). 


S^l] 


THE GAZETTE OF iraXA E7tTRA< 




13 


j The Reserve Bakik shall giwit 8 receifrt fix'a^f aRXHint paid to H in 

a iratice issued under diis section and die pmtm so paying shall ne fully discharged from 
hi^ li^ility to die deftuhef to the extent of ^ amount so paid, i 

(7) Any person discharging any liabi% to the deftuher afi^ the receipt of a notice 
lor thb section shall be personally liable to the RMcrve Bankjto the extent of his own 
1 iability to the defiiulter so discharged or to die extent of the paiahy |imp 08 ed on the defhultn’ 
byjdie Reserve Bank, vdiichever is less. 

(9) If die person to niiom die notice undo* dlls se<^tkm is sentlfiuls to make p^meot in 
suance thereof to the Reserve Bank, he shall be deemed to be me defiuilter in respect of 
! amount specified in die notice and dirther proceedkigs be taken him for the 

lisation of the amouid as if it were an arrear due from him in the| manner {novided in this 
ion. ‘ I '. 

Exf^anation,— For die ptvposes of this section, ^defauheij” means ai^ person of 
system provider or system participant on whom die Reserve Banjt has imposed a penalty 
under section 30. 

34. Nothing contained in this Act shall i^^ly to sto^ exjdittiges or die clMring 
corporations of die stock exchanges. 


I 35. Everjr officer of ^ Reserve Bank who has been entrust^ with any power under 
this Act, shall be deemed to be a public servant widiin die meaning or section 21 of die Indian 
PeTialCode. 

I 36. No suit or other legal proceedings shall lie against the (^tral Government, the 
Reserve Bank, or any officer thereof for any damage caused pii likely to be caused by 


anting which is in good fruth done or intended to be done in p^rwance of this Act, any 
notations, order or direction made or givm thereunder. 

I • . ■ . ! 

I 37. (7) If any difficulty arises in giving effc^ to die provisionjs of diis Act, the Central 
Go{vemnient may, byi order published in die Official Gazetfo, mal|ce siKh provision is not 
inebnsistent with the provisions of this Act as appear to it to be ne|:essaiy or expedient for 
renjioving the difficulty: 

Provided diat no ordev shall be made under this section after ihe eiqiiiy of a pmod of 
tw<^ years from the commencment of this Act 

I (2) Every order made under this section shall be laid, as soon a^ may be after it is made, 
before each House of Parliament. 

j 38. (/) The Reserve Bank may, by notification, make legulatjlons consistent with this 
Ac^ to carry otft the provisions of dlls Act. 

I (2) In particular, and widiout prejudice to the graeraltty of ^e forgoing provision, 
such regulations may provide for all or aity of the following mattnai, namely:— 

I (o) the powers and functions of the Committee constijtuted under sub-section 
I (2), the time and venue of its meetings and the procedure be followed by it at its 
i meetings (including the quorum at such meetitigs) under sub-sectioa (4) of section 3; 

I (6) ttefinm and manner in Mdiich an application fivaudwrisation for commoicing 

I or carrying on a payrhent system shall be made and the fees jwhich shall accompany 
I such application under si^b-section (2) of section 5; : 

I (c) foe fimn m whtdi an audiQtisatkm to cqienie a piQhneiit under tiib 
I Act shall be issued under sub-section (2) of section 7; i 

the fiMflMC of pqyrnent instnictions and ofoermMm ielitingto 
i offtandaidstobecoi^ied whhbydiepiiymesteyiieiMifodersii^^ 

I lection 10; 
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(e) the intervaLs, at v/hich 3iid the fonn and manner in which the information or 
returns required by rbe Resen/e Bank sha!! be furnished under section 12; 

(/) such otlier matters as are required lo be, or may be, prescribed. 

(2) Any regulaJio;} made under this section sha?l have effect from such earlier or later 
date (nor earlier than (he date of commencement of this Act) as may be specified in the 
regulation. 

(i) Every re«UL<itioii' 35 :ioon as may be a!i?r it is made by the Reserve Bank, be 

forwarded to the CentrrJ Gc vt rr:mont and that O ;rsvii Government shall cause a copy of the 
same to be laid befoi?; each j Um sc* Pariiamem, wf iie it is in session, for a total period of 
thirty days which may be r sap.ised in one session ‘’r in two or more successive sessions, 
and if before the expiry o* sh*^ =cs^ion immediately joSlowing the session or the successive 
sessions aforesaid, both Mouse? agree in making ?ny niodification in the regulation, or both 
Houses agree that the r-igul v i si sltould not be made, the regulation shall, thereafter, have 
effect only in such tr oci Med er m, or be of no erToct, & , the case may be; so, however, that 
any such moiiifirsiio;: ot ' 15 0 iit shall be withoi; prejudice to the validity of anything 
previously done under v 
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